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INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF
CATALYST METALS LIMITED
Report on the Financial Report

We have audited the accompanying financial report of Catalyst Metals Limited (“the company™), which
comprises the balance sheet as at 30 June 2008, and the income statement, statement of changes in equity and
cash flow statement for the year ended on that date, a summary of significant accounting policies, other
explanatory notes and the directors' declaration.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the
Corporations Act 2001. This responsibility includes establishing and maintaining internal control relevant to the
preparation and fair presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances. In Note 1(a), the directors also state, in accordance with Accounting Standard
AASB 101 Presentation of Financial Statements, that compliance with the Australian equivalents to
International Financial Reporting Standards ensures that the financial report, comprising the financial statements
and notes, complies with International Financial Reporting Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. These Auditing Standards require that we comply with relevant
ethical requirements relating to audit engagements and plan and perform the audit to obtain reasonable
assurance whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial report. The procedures selected depend on the auditor's judgement, including the assessment of the
risks of material misstatement of the financial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity's preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by the directors, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.
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Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.
Auditor’s Opinion

In our opinion:

(a) the financial report of Catalyst Metals Limited is in accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the company's financial position as at 30 June 2008 and of its
performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations)
and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as disclosed in Note

1(a).
Report on the Remuneration Report

We have audited the Remuneration Report included in pages 8 to 11 of the directors’ report for the financial
year ended 30 June 2008. The directors of the company are responsible for the preparation and presentation of
the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our responsibility is
to express an opinion on the Remuneration Report, based on our audit conducted in accordance with Australian
Auditing Standards.

Auditor’s Opinion

In our opinion the Remuneration Report of Catalyst Metals Limited for the financial year ended 30 June 2008
complies with section 300A of the Corporations Act 2001.
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RSM BIRD CAMERON PARTNERS
Chartered Accou

Perth, WA S C CUBITT

Dated: Z 3 @ 0 8 Partner
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CORPORATE GOVERNANCE

The Board of Directors of Catalyst Metals Limited is responsible for corporate governance of the Company.
The Board guides and monitors the business and affairs of Catalyst Metals Limited on behalf of the
shareholders by whom they are elected and to whom they are accountable.

For further information on corporate governance policies adopted by Catalyst Metals Limited, refer to our
website: www.catalystmetals.com/corporate_governance.

The Corporate Governance practices of Catalyst were in place throughout the reporting period and have
complied with each of the 10 Essential ASX Corporate Governance Principles and the corresponding Best
Practice Recommendations.

Board Objectives

The Board will develop strategies for the Company, review strategic objectives, and monitor the performance
against those objectives. The overall goals of the corporate governance process are to:

L4 drive shareholders value;
assure a prudential and ethical base to the Company’s conduct and activities; and
L ensure compliance with the Company’s legal and regulatory obligations.

Principle 1: Lay solid foundations for management and oversight

The board has adopted a Charter that sets out the roles and responsibilities of the board. This may be viewed
at www.catalystmetals.com.au. The Charter includes, amongst other things that the Board will:

developing initiatives for profit and assets growth;

reviewing the corporate, commercial and financial performance of the Company on a regular
basis;

acting on behalf of, and being accountable to, the Shareholders;
identifying business risks and implementing actions to manage those risks; and
developing and effecting management and corporate systems to assure quality

reviewing the Company’s systems of risk management and internal compliance and confrol,
codes of conduct and legal compliance

L4 ensuring that policies and procedures are in place consistent with the Company’s objectives, and
ensuring the Company and its officers act legally, ethically and responsibly in all matters

The Company is committed to the circulation of relevant materials to Directors in a timely manner to facilitate
Directors’ participation in Board discussions on a fully informed basis.

Principle 2: Structure the board to add value

Composition

The board currently consists of three non-executive directors, including the chairman. Details of their
experience, qualifications and committee memberships are set out below. All directors were in office at the
date of this report:

Nathan McMahon - Chairman

Independent non-executive Chairman since July 2007

Term in office — 14 months

Mr. McMahon has provided corporate and management advise to the mining industry for approximately 14
years to in excess of 20 public listed mining companies. Mr. McMahon has specialised in native title
negotiations, joint venture negotiations and project acquisition due diligence. He is a director of several

unlisted mining and exploration companies with interests in platinum group elements, base metals, industrial
minerals and diamond exploration.
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CORPORATE GOVERNANCE

Mark Thompson (Non Executive Director)
Non-executive director since May 2006
Term in office — 28 months

Mr Thompson has worked extensively throughout Africa, USA, South America and Australia on mineral
exploration, resource development and palaeontologic projects since 1989. Mr Thompson has worked for
companies including Western Mining Corp, Equatorial Mining Ltd, Panorama Resources Ltd and Centenary
International Mining Ltd. He has successfully vendored the lead properties for other companies such as Image
Resources NL and Meteoric Resources Ltd. Prior to returning to full time exploratfion in 2005, Mr Thompson was
based in America to help explore and develop palaeontology resources in Montana and Wyoming. Mr
Thompson is a member of the Society of Vertebrate Palaeontology, the National Speakers Association of
Australia and an Editorial Board member/author of the Encyclopaedia of Anthropology. He brings to Catalyst
a strong technical as well as practical experience in the exploration for mineral deposits.

Bryan Dixon
Independent Non-executive director since July 2007
Term in office — 14 months

Mr Dixon has substantial experience in the mining sector and in the management of public and listed
companies. Previously, Mr Dixon has been employed by KPMG, Resolute Samantha Limited, Société Générale
and Archipelago Resources Plc. Mr Dixon is a Chartered Accountant and brings additional project
development, project acquisition, financing and corporate skills to the Company. Bryan is a member of
Company Secretaries Australia and has been Company Secretary with a number of resources companies.

Appointment
Election of Board members is substantially the province of the Shareholders in general meeting. However, the
Company commits to the following principles:

L the Board to comprise of Directors with a blend of skills, experience and attributes appropriate for the
Company and its business;

L4 the principal criterion for the appointment of new Directors being their ability to add value to the
Company and its business.

Board Independence

The Board has accepted the ASX Corporate Governance Councils definition of an Independent Director
contained in their report titted “The Principles of Good Corporate Governance and Best Practice
Recommendations — March 2003".

Mr McMahon and Mr Dixon have been assessed as Independent Directors. In reaching that determination,
the Board has taken into account:

e The specific disclosures made in accordance with the Corporations Act, but each such director in
respect of any material contract or relationship

e That no such director s, oris associated directly with, a substantial shareholder of the company

e Where applicable, the related party dealings referable to each such Director, noting that those
dealings are not material under accounting standar5ds. Full details of related party dealings are set
out in the notes to the financial statements

e That no such non-executive Director has within the last three years been employed in an executive
capacity by the company

e That no such non-executive Director is , or is associate with a supplier or customer of the company
which is material under accounting standards

e That such non-executive Director's are free from any interest and any business or other relationship
which could, or could reasonable be perceived to, materially interfere with the director’s ability to
actin the best interests of the Company.
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Under the accounting standards, a matter is considered to be material if it is equal to or greater than 10% of
the appropriate base amount.

Mr Thompson does not meet the Company’s criteria for independence. Mr Thompson is an executive and
has a material confractual relationship in the form of a 10% free-carry joint venture agreement.  Mr
Thompson's experience and knowledge of the Company make his confribution to the Board such that it is
appropriate for him to remain on the Board.

Given the size of the company and the industry in which is operates, the current Board structure is considered
to best serve the Company in meeting its objectives, given its small capitalisation, limited resources and
existing operations. The composition of the Board is reviewed on an annual basis to ensure that the Board has
the appropriate mix of expertise and experience.

Independent professional advice
There are procedures in place, as agreed by the board, to enable directors to seek independent professional
advice onissues arising in the course of their duties at the company’s expense.

Remuneration and Nomination Committee

A Remuneration and Nomination Committee Charter has been established by the Board to assess and make
recommendations regarding membership of the Board, including proposed new appointments.

Given the size and scope of the operations of the Company, the full board has assumed those responsibilities
that are ordinarily assigned to a remuneration and nomination committee.

Where appropriate, independent consultants are engaged to identify possible new candidates for the Board.
Nomination Arrangements

Where a vacancy is considered fo exist, the Committee will select an appropriate candidate through
consultation with external parties and consideration of the needs of shareholders and the Company. Such
appointments will be referred to shareholders for re-election at the next annual general meeting. All Directors,
except the Managing Director, are subject to re-election by shareholders at least every three years.

When a vacancy exists, through whatever cause, or where it is considered that the Board would benefit from
the services of a new director with particular skills, the Board will determine the selection criteria for the
position based on the skills deemed necessary for the Board to best carry out ifs responsibilities. The Board will
then appoint the most suitable candidate (assuming one is available) who must stand for election at the next
annual general meeting.

Performance
During the reporting year the Company did not have a formal process for evaluation of Directors and

Executives due to their only being three in total. The Board undertakes an annual review of its own
performance with external advice as appropriate.

Principle 3: Promote ethical and responsible decision making

Code of Conduct
The Directors, officers and employees of the Company are required to conduct themselves in accordance
with the Company'’s Code of Conduct which can be viewed at

www.catalystmetals.com.au/corporate_governance.
Share Trading Policy

The Company also has policies concerning trading in the Company’s securities by directors, officers and
employees. This policy can be viewed at www.catalystmetals.com.au/corporate_governance.
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Principle 4: Safeguard integrity of financial reporting
Audit Committee

The Board has established an audit committee in August 2007, which operates under a charter of the Board
and can be viewed at www.catalystmetals.com.au/corporate governance.

Given the size and scope of the operations of the Company, the full board has assumed those responsibilities
that are ordinarily assigned to a audit committee.

It is the Board’s responsibility fo ensure that an effective internal control framework exists within the Company.
This includes both internal controls to deal with both the effectiveness and efficiency of significant business
processes, the safeguarding of assets, the maintenance of proper accounting records, and the reliability of
financial and non information.

The members of the audit committee at the end of the year and date of this report were:

B Dixon (Chairman)
N McMahon
L Wynne (Secretary)

For details on member qualifications and attendance at meetings of the Audit Committee held during the
year refer to the Directors’ Report.

Appointment of auditor

The shareholders in a general meeting are responsible for the appointment of the external auditors of the
Company, and the Board from time to time will review the scope, performance and fees of those external
auditors.

Principle 5: Make timely and balanced disclosure

The Board has designated the Company Secretary as the person responsible for overseeing and coordinating
disclosure of information to the ASX as well as communicating with the ASX. The Company has a Continuous
Disclosure Policy available for viewing on the Company’s website at
www.catalystmetals.com.au/corporate _governance.

Principle é: Respect the rights of shareholders

The Board of Catalyst is committed to open and effective communication, ensuring all shareholders is
informed of all significant development concerning the Company. The Company has in place an effective
Shareholder Communications Policy. This policy can be viewed at
www.catalystmetals.com.au/corporate _governance.

Principle 7: Recognise and manage risk
Identification and Management of Risk

The Board’'s Charter clearly establishes that it is responsible for ensuring there is a good sound system for
overseeing and managing risk. Due to the size and scale of operations, risk management issues are
considered by the Board as a whole.

The Board's collective experience will enable accurate identification of the principal risks which may affect
the Company’s business. Management of these risks will be discussed by the Board at periodic (at least
annual) strategic planning meetings. In addition, key operational risks and their management, will be
recurring items for deliberation at Board meetings.

A copy of the Company’s risk management policy can be viewed at
www.catalystmetals.com.au/corporate _governance.
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The Board has received assurance from the Financial Controller and a Mr Thompson that the declarations
made in accordance with section 295A of the Corporation Act 2001 are:

1. founded on a sound system of risk management and internal compliance and confrol which
implements the policies adopted by the board

2. the Company’s risk management and internal compliance and control system is operating
efficiently and effectively in all material respects.

Principle 8: Encourage enhanced performance

Performance

During the reporting year the Company did not conduct a formal process for evaluation of Directors and
Executives due to their only being three in total. The Board undertakes an annual review of its own
performance with external advice as appropriate.

Principle 9: Remunerate fairly and responsibly

Remuneration Arrangements

A Remuneration and Nomination Committee Charter has been established by the Board to assess and make
recommendations regarding membership of the Board, including proposed new appointments.

Given the size and scope of the operations of the Company, the full board has assumed those responsibilities
that are ordinarily assigned to a remuneration and nomination committee.

Given the size and scope of the operations of the Company, the full board has assumed those responsibilities
that are ordinarily assigned to a remuneration and nomination committee.

Where appropriate, independent consultants are engaged to appropriate levels of remuneration

It is the company’s objective to provide maximum stakeholder benefit from the retention of a high quality
board by remunerating directors fairly and appropriately with reference to relevant employment market
conditions. To assist in achieving the objective the Board links the nature and amount of executive directors’
emoluments to the company’s financial and operational performance. The expected outcomes of this
remuneration structure are:

Retention and motivation of Directors
. Performance rewards to allow Directors to share the rewards of the success of Catalyst Metals Limited

The remuneration of an executive director will be decided by the Remuneration and Nomination Committee.
In determining competitive remuneration rates the Committee reviews local and international frends among
comparative companies and the industry generally. It also examines terms and conditions for the employee
share option plan.

The maximum remuneration of non-executive Directors is the subject of shareholder resolution in accordance
with the Company’s Constitution, and the Corporations Act 2001 as applicable. The appointment of non-
executive Director remuneration within that maximum will be made by the Board having regard to the inputs
and value of the Company of the respective contributions by each non-executive Director.

The Board may award additional remuneration to non-executive Directors called upon to perform extra
services or make special exertions on behalf of the Company.

There is no scheme to provide retirement benefits, other than statutory superannuation, to non-executive
directors.

All remuneration paid to directors and executives is valued at the cost to the company and expensed.
Options are valued using the Black-Scholes methodology.
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Principle 10: Recognise the legitimate interest of stakeholders

Code of conduct

The Board is committed to the establishment and maintenance of appropriate ethical standards to underpin
the Company'’s operations and corporate practices. The Directors, officers and employees of the Company
are required to conduct themselves in accordance with the Company’s Code of Conduct which can be
viewed at www.catalystmetals.com.au/corporate_governance.

Corporate Governance Disclosures — Explanation of departure

During the financial year Catalyst Metals has complied with each of the 10 Essential Corporate Governance
Principles and the corresponding Best Practice Recommendations.

Explanation of departure

During the financial year Catalyst has complied with each of the 10 Essential ASX Corporate Governance
Principles and the corresponding Best Practice Recommendations, other than in relation to the matters

specified below:

ASX Best Practice Nofification of Explanation of Departure
Recommendation Departure

2.4 The

should establish a

The Company
has not

The Board continues to strive to meet the principles of Good Corporate
Governance and Best Practice Recommendations published by the

nomination established a ASX or other such principles and guidance as the Board may consider
committee formal appropriate form time to time, however the Board also recognises that
nomination complying the ASX Corporate Governance Council Recommendation
committee 2.4.is impractical given the size of the company and the industry in
which it operates. The Directors believe, it is sufficient for the full board
to assume those responsibilities that are ordinarily assigned to a
remuneration and nomination committee.
9.2 The The Company The Board continues to strive to meet the principles of Good Corporate
should establish a has not Governance and Best Practice Recommendations published by the
remuneration established a ASX or other such principles and guidance as the Board may consider
formall appropriate form time to time, however the Board also recognises that
remuneration complying the ASX Corporate Governance Council Recommendation
committee 9.2.is impractical given the size of the company and the industry in

which it operates. The Directors believe, it is sufficient for the full board
to assume those responsibilities that are ordinarily assigned to a
remuneration and nomination committee.
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ASX ADDITIONAL INFORMATION

Additional information required by Australian Stock Exchange Limited and not shown elsewhere in this
Annual Report is as follows. The information is made up to 19 September 2008.

DISTRIBUTION OF SHAREHOLDERS

Analysis of numbers of equity security holders by size of holding

Class of Equity Security Holders

Fully Paid Ordinary Shares Options
1-1,000 4 7
1,001 - 5,000 53 74
5,001 - 10,000 74 49
10,001 - 100,000 220 128
100,001 and over 38 21
389 279
Holding less than a
marketable parcel 60 -
TWENTY LARGEST SHAREHOLDERS
The names of the twenty largest quoted equity security holders are:
Ordinary Shares Number Options Number
Held % Held Held % Held
1 Equity West Ltd 1,403,500 5.96 M&K Korkidas Pty Ltd 956,956 8.58
2. Robin Scrimgeour 1,403,500 5.96 Lateral Minerals Pty Ltd 500,000 4.48
3. Lateral Minerals PL 1,000,000 4.24 Robert Colefax 500,000 4.48
4. Howard G Dawson 990,000 4.20 Asail Investmnets Pty Itd 500,000 4.48
5. Jodie Marwick 935,000 3.97 Marc Boudames 467,620 4.19
6. Kilkenny Enterprises Pty Ltd 915,000 3.88 Kilkenny Enterprises Pty Ltd 457,500 4.10
7. Widerange Corp Pty Ltd 534,545 2.27 Luke Charles Anderson 450,000 4.03
8. Sandy Louise Edwards 500,000 2.12 Howard Dawson 395,000 3.54
9. Kingsreef Pty Ltd 400,000 2.12 Reads IT Pty Ltd 268,750 241
10. Chepalix Pty Ltd 450,000 1.91 Kilkenny Enterprises Pty Ltd 230,000 2.06
11. Kingsreef Pty Ltd 400,000 1.70 Sandy Louise Edwards 228,000 2.04
12. Reads IT Pty Ltd 387,000 1.64 Greyhound Investments 221,144 1.98
Pty Ltd
13. Michael Tilley 293,000 1.24 GV &WA Butcher 186,000 1.67
14. Mark James Thompson 265,250 1.13 Millan Mirkovic 170,000 1.52
15. David John Sharp 255,000 1.08 Luke Charles Anderson 150,000 1.34
16. Skink Resources Pty Ltd 237,000 1.01 Jacqueline Mason 130,000 1.17
17. Katie McMahon 224,184 0.95 David John Sharp 127,500 1.14
18. Bruce Myles 210,637 0.89 Hung Piew Kueh 116,000 1.04
19. Lagbail Pty Ltd 206,000 0.87 Deshon Enterprises Pty Ltd 110,000 0.99
20. Joenderbee Inv Pty Ltd 200,000 0.85 Craig Aylmore 106,000 0.95
11,309,616 47.99 6,270,470 56.19
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ASX ADDITIONAL INFORMATION (continued)

UNQUOTED EQUITY SECURITIES

Number on Number of
issue holders
Class A Incentive Shares 4,000,000 23
Class B Incentive Shares 4,000,000 24
Options exercisable at 25 cents on or before 16 July 2009 350,000 1*
Options exercisable at 30 cents on or before 16 July 2009 350,000 1*
Options exercisable at 35 cents on or before 16 July 2009 350,000 1*

* All unquoted options above are held by Mr Mark Thompson

SUBSTANTIAL SHAREHOLDERS
Fully Paid
Ordinary shareholders Number Percentage

Robin Scrimgeour 2.655.500 11.27
VOTING RIGHTS
a) Ordinary Shares
On a show of hands, every member present in person or by proxy shall have one vote and,

upon a poll, each share shall have one vote.

b) Class A Incentive Shares
No voting rights

c) Class B Incentive Shares
No voting rights

d) Options
No voting rights

TAX STATUS
The Company is treated as a public company for taxation purposes.
FRANKING CREDITS

The Company has nil franking credits.

TENEMENT SCHEDULE
Project Tenements Interest
Eudamullah E09/1174 920%
Minnie Creek E09/1187 920%
Michelles Well E09/1291 920%
Bluebush Well E09/1303 90%
Koonana Hill E09/1438 920%
Black Range E09/1501 Application

Competent Persons Statement

The information in the directors report on pages 4 and 5 of this report that relates to Exploration Results is
based on information compiled by independent consultant Mr.Julian Bartlett, B.Sc (Hons) Geol. M.Sc.
(Econ.Geol.), RP.Geo, who has sufficient experience which is relevant to the style of mineralization and type
of deposit under consideration and to the activity to which he is undertaking, and consents to the inclusion in
the public release of the matters based on their information in the form and context in which it appears.
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